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QUESTION 1                              MULTIPLE CHOICE                                   (10 marks) 
 
1.1) Which one of the following is not part of the control environment? 
 
A. Commitment to competence. 
B. System development. 
C. Assignment of responsibility. 
D. Management philosophy and operating style. 
 
1.2) The working papers should contain information on planning the audit work; the 
nature, timing and extent of the audit procedures performed; _______; and the 
conclusions drawn leading to an opinion. 
 
A. all gratuities received by the auditors 
B. the auditor’s opinion of management 
C. names of employees who cooperated with the audit 
D. the results of the audit procedures 
 
1.3) Which one of the following statements may cause an auditor to express a 
modified audit opinion? 
 
A. There is disclosure which must be brought to the attention of the users. 
B. The audit budget was exceeded. 
C. There are uncorrected material misstatements in the financial statements. 
D. All of the above. 
 
1.4) Which of the following is true of the working papers? 
 
A. They provide absolute proof of the correctness of the financial statements.   
B. They record the audit evidence to provide support for the auditor’s opinion.  
C. They are a direct aid in the planning of the audit.  
D. They do not assist in the review of work. 
 
1.5) Companies should report on the “triple bottom line” basis. Which of the following 
is not part of triple bottom reporting? 
 
A. Social performance. 
B. Economic performance. 
C. Comparative performance. 
D. Environment performance. 
 
1.6) The King III Code of Governance Principles is based on which of the following 
approaches? 
 
A. Corroborate and comply. 
B. Comply or explain. 
C. Conclude and apply. 
D. Apply or explain. 
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1.7) With regards to “other information” in the annual report, what is the auditors’ 
responsibility? 
 
A. The auditor has no responsibility. 
B. The auditor must read the other information in order to detect misstatements 
of fact and material inconsistencies.  
C. The auditor must express an opinion on the other information. 
D. The auditor can ignore this. 
 
1.8) Which of the following statements is not correct with regard to the responsibilities 
of an Accounting Officer according to the Public Finance Management Act?  
 
A. Ensure effective, efficient and transparent systems of financial, risk 
management and internal control. 
B. Ensure a system of internal audit under the control and direction of audit 
committee. 
C. Ensure an appropriate procurement and provisioning system which is fair, 
equitable and transparent, competitive and cost effective. 
D. Ensure that the municipality receives qualified reports all the time. 
 
1.9) Application controls get implemented in which areas of computer processing? 
 
A. System development life cycle approach. 
B. Input, processing and output. 
C. Preventative, detective, corrective and directive. 
D. Initiation, execution and recording. 
 
1.10) A good corporate citizen is best described as a company which…………. 
 
A. complies with the relevant laws and regulations pertaining to its business 
activity and does not seek to circumvent them. 
B. fulfils its obligations, both legal and moral, in respect of its economic, social 
and natural environments. 
C. does not engage in, or deal with other companies who engage in business 
activities which have negative social consequences. 
D. embraces a code of ethics to protect its management and ownership. 
 
REQUIRED: 
 
Choose the correct answer from the above possible answers given.    [10] 
 
 
Answer the sub-sections of this question in numerical sequence, for example 
 
1.1) A 
1.2) B 
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QUESTION 2                               WORKING PAPERS                                (10 marks) 
 
ISA 230 on Audit Documentation prescribes the minimum requirements for the 
preparation, review and maintenance of working papers. These requirements enhance 
the quality of the audit and provide the auditor with the means of proving that the audit 
was properly conducted should its outcomes be challenged. 
 
REQUIRED: 
 
2.1) List the purposes of working papers. (5) 
2.2) Describe the significant matters which must be documented in the working papers. 
 (5) 
__________________________________________________________________ 
       
QUESTION 3                              GENERAL CONTROLS    (20 marks) 
 
Controls in a computerised environment are categorised as either general controls or 
application controls. General controls are those which establish an overall framework 
of control for computer activities. General controls must therefore be in place if 
application controls are to be working effectively. 
 
REQUIRED: 
 
3.1) Describe the disaster recovery plan as the control which can be implemented 
to minimise the disruption as a result of some disasters in the company.   (5) 
 
3.2) Describe the documentation policies that are essential in a computerised 
environment.    (5) 
 
3.3) Describe any five (5) controls regarding passwords which must always be 
adhered to by the users.  (5) 
 
3.4)   Describe the controls which should be in place during programme changes. 
  (5) 
____________________________________________________________________ 
 
QUESTION 4        COMPUTER ASSISTED AUDIT TECHNIQUES              (15 marks) 
 
Computer assisted audit techniques (CAATS) are exactly what the name suggests: 
making use of a computer to assist in carrying out the audit. With most audit clients it will 
be recommended that CAATs be used to ensure that the audit is completed efficiently 
and economically, however, there are certain factors that need to be considered by an 
auditor before deciding whether to use CAATs or not. 
 
REQUIRED: 
 
4.1) Describe any eight (8) factors that need to be considered by an auditor in 
his/her decision to either use CAATS or not.  (8) 
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4.2)   Describe any seven (7) audit functions that can be performed by CAATS  (7) 
 
___________________________________________________________________ 
 
QUESTION 5                                    AUDIT REPORTING                (20 marks) 
 
The following audit report was drafted by a trainee on the audit of Letaba (Pty) Ltd, a 
company which manufactures lighting systems. The trainee was asked to draft the audit 
report at the conclusion of the audit for the financial year end 30 June 2017 as part of 
“on-the-job” training. As part of your training, you have been asked to evaluate his report. 
The shareholders of Letaba (Pty) Ltd included a clause in the company’s Memorandum 
of Incorporation which requires that the company’s annual financial statements should 
be externally audited. 
 
Independent Report 
 
To the board of directors 
 
We have evaluated the accompanying financial statements of Letaba (Pty) Ltd for 
fairness based on our annual audit carried out in terms of the Memorandum of 
Incorporation of the company. 
 
Management is responsible for the preparation of the financial statements and for the 
prevention of fraud. 
 
The auditor’s responsibility is to perform the audit and in doing so detect any fraud which 
may have material effect on the financial statements not having been prevented by the 
directors. 
 
We report on the following aspects of the audit: 
 
1. An expert was engaged by our firm to assist in the valuation of work-in-progress. 
Due to the complexity of some of the company’s lighting systems, the risk of 
misstatements in work-in-progress warranted this. 
2. The company is currently being sued by a former employee who suffered 
personal injury at work whilst testing electric current flow during quality control 
procedures. 
3. With regard to the detection of fraud, we detected a small wage fraud relating 
to unauthorised overtime. We reported this to management who subsequently 
dismissed the perpetrators.  
 
In our opinion, except for the matters raised in one to three above, there are no 
outstanding issues arising from the audit which was conducted in terms of the 
International Standards on Auditing and International Financial Reporting Standards. 
 
Emphasis of matter 
There are no matters which require emphasis. 
 
Smith and Boshego 
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30 June 2017 
Protea Glen 
Johannesburg 
 
REQUIRED:  
 
Identify and explain the errors/deficiencies in the above audit report presented to you 
for evaluation.             (20) 
 
NB: You are not required to redraft the report. 
_____________________________________________________________________ 
 
QUESTION 6                          CORPORATE GOVERNANCE                      (15 marks) 
 
According to King III Report on Governance for South Africa, the boards should provide 
effective leadership based on ethical foundation and comply with the code of conduct 
that is based on ethical values of responsibility, accountability, fairness and 
transparency.  
 
REQUIRED: 
 
6.1) Describe the moral duties which the board of directors are expected to uphold. 
   (5) 
6.2) Describe the responsibilities of the audit committee as recommended by King III 
Report.    (10) 
____________________________________________________________________ 
   
QUESTION 7               PUBLIC FINANCE MANAGEMENT ACT              (10 marks) 
 
The Public Finance Management Act (PFMA) is aimed at regulating financial 
management in the national government departments, provincial governments’ 
departments and its public entities in South Africa. It further ensures that all revenue, 
expenditure, assets and liabilities of those public institutions are managed efficiently and 
effectively. 
 
REQUIRED: 
 
Discuss the responsibilities of an Accounting Officer in terms of section 40 of the Public 
Finance Management Act.  (10) 
_____________________________________________________________________ 
   TOTAL: 100 
